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MANAGEMENT is a term most 
often used to describe the plan­
ning and the direction of the 
work activities of a business 
organization. Until compara­
tively recent times, the ability 
of the best organizers and ex­
ecutives was expended in the
development of military science and in the ac­
complishment of military projects. The char­
acteristic of our own generation, apart from the 
present gigantic military
struggle, which is doubtless 
the last stand of the mili­
tary idea, is the develop­
ment of economic organ­
ization and of scientific 
management of the business 
enterprise.
“Go where you will—to 
the factory, store, or farm 
—you will find men and 
women engaged in work 
under more or less efficient 
conditions of management.
More likely than not you 
will find the individuals 
working in groups—united 
in a common enterprise.
Usually they work with 
equipment—tools or ma­
chines—and usually they 
handle or manipulate material of some kind— 
iron, coal, cloth, lumber, merchandise. The 
equipment and materials together constitute 
capital.
“Two things you will always find in these 
work enterprises—the work of persons, under 
some system of direction or management, and 
the use of capital. The capital may belong in 
whole or in part to the workers, or it may belong 
in whole or in part to persons who take no 
active part in the work. The contributors of the 
capital own and manage the enterprise. They 
employ others for an agreed wage, salary, or 
commission to assist them in the work and the 
management. Subject to wage payments, and
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to all other costs, the proprietors—contributors 
of capital—receive the net increment of values, 
known as net profit, secured by the enterprise. 
This net profit they receive as compensation for 
the use of their capital, and for such services as 
they render as proprietors.
“Management is a function of proprietorship 
—the privilege and responsibility, in respect to 
a business enterprise, of choosing the field of 
operation, of planning the work, of selecting 
the personnel, and of directing and coordinat­
ing the activities. In a cor­
poration, management is 
delegated by the proprie­
tors, known as stockhold­
ers, to the directors; by the 
directors to the chief execu­
tive, usually known as the 
president, and to other of­
ficers; and by them in turn 
to subordinates; and possi­
bly by the subordinates to 
others still further down 
the line of organization. 
Management, briefly, is 
planning, or thinking out 
in advance, and executing, 
or putting the preconceived 
idea or plan into effect.
“Scientific Management, 
so called, is merely effective 
management —management 
that rests upon a sound conception and a full 
application of the principles that govern the 
relations of the workers and the use of capital 
in a work enterprise. The term suggests to our 
minds the principles of sound management so 
far discovered and stated—principles that in 
time will revolutionize the work of the world 
by the substitution of rational processes for the 
rule-of-thumb methods still so common in in­
dustry.
“Planning, as we have seen, is one of the two 
essential parts of management. The work must 
be divided and subdivided until reasonable tasks 
are apportioned to each individual worker. The 
apportionment can not be made in such a way 
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as to utilize each worker’s full abil­
ity, and to coordinate with the 
work of others, unless in planning 
we know what is a reasonable per­
formance in every type of work that is to be 
performed.
“The need for standards of performance led 
to the development of plans for observing the 
work of individuals, a common method being 
known as the time study. Observers note very 
closely the production of workers, and the work 
of the most productive is analyzed for causes. 
Arrangement of work, posture, facilities, light, 
movements—all these and other factors are 
found to have a bearing. Reasonable perform­
ances are thus worked out that afford a basis 
for planning work.
“On the basis of the theoretical production of 
the individual, thus determined, goals of per­
formance for departments and for the entire 
organization are built up. The workers are en­
couraged to a maximum production by suitable 
wages, and by excess wages, known as bonuses, 
for excess production.
“Scientific management calls into play a great 
many expedients to attain the goals of produc­
tion that are set as a result of observation and 
study. These expedients are to be discussed in 
this lecture in further detail. It is well to bear 
in mind, at this juncture, that modern manage­
ment is characterized by the determination of 
the reasonable performances that can be ex­
pected from individuals, from departments, and 
from the organization, and by the definite plan­
ning of work on the basis of the standards de­
termined.”
The foregoing is an introduction to a lecture 
on “Simple Applications of the Principles of 
Scientific Management,” which was given by 
Mr. Homer S. Pace, C.P.A., to an interested 
group of executives, engineers, and business 
men, at Pace Institute, on Monday evening, 
May 6th.
RIVALRY, like any other desirable quality . in the departments of an organization, may 
prove a hindrance rather than a help. This was 
most pointedly brought to my attention by a re­
cent experience connected with the investigation 
of a mechanical accounting device on behalf of a 
possible customer. I wrote the company manu­
facturing this device. A salesman called. As 
soon as he found that I was interested in the 
device from the standpoint of the factory rather 
than from the standpoint of the selling-depart­
ment of the business, he was no longer inter­
ested. Breaking off the conversation abruptly, 
he promised to send in the “factory man.”
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About ten days later the “factory 
man” called. A short time after he 
began his explanation, I referred to 
the fact that the customer was lo­
cated in New Jersey, which appeared to be in
another selling-district. Like his predecessor, 
he immediately lost interest, and departed with 
the statement that he would send in the “factory 
man” of the other sales district. To this day, I 
have heard nothing further from that organiza­
tion, nor am I particularly anxious to hear any­
thing from it.
Unquestionably, this organization had aroused 
rivalry between sales districts and between 
salesmen within sales districts. Seemingly, 
there was no incentive for one salesman to help 
another salesman, or for one sales district to 
cooperate with another sales district. Possibly 
the incentive worked the other way. To this 
extent, the rivalry stimulated by the promotion 
department was defeating its fundamental pur­
pose. Efficiency can not be stimulated through 
the medium of rivalry, unless some expedient is 
adopted to cultivate cooperation between the 
individuals and the departments concerned.
LIKE members of the other professions, ac­countants must become accustomed to 
having humor occasionally poked at them. To 
date, most of the attempts at humor have been 
variations upon the saying that “when your 
business interferes with your system, give up 
your business.” Somehow or other, the idea 
seems to prevail that accountants believe that 
the objects of business are secondary to a so- 
called system. This is a fault likely to occur 
with narrow-gauged individuals, not ordinarily 
orthodox members of the Accountancy profes­
sion, who attempt to install set systems without 
due allowance for the individual conditions 
peculiar to distinctive organizations. Blindly 
following a system which has proved practi­
cable in one establishment, in a given line, is a 
common fault with these individuals. They 
conclude that the business should conform to 
the system, and that something must be wrong 
with the management if it does not. Broader- 
gauged accountants, constituting the bulk of the 
profession, study the needs of the business as a 
basis for determining the manner in which sys­
tem may serve the business. These are the 
members who are establishing a firm foundation 
for the profession which the errors of a small 
minority, mostly composed of those who are not 
strictly within the profession, can not shake.
Besides, there is ground for the suspicion that 
those using this style of humor may be covering 
up their own deficiencies.
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Young Accountants Who Have Made Good
ONE of the most analytical and con­
structive minds I have ever been in 
contact with,” said an exceedingly 
able accountant and executive about 
Richard FitzGerald, C.P.A., during 
the course of an informal conversa­
tion. “Get ‘Fitz’ to work on any kind of account­
ing problem and whoever keeps up with him is 
sure of a headache.” This is the opinion that 
all persons who know Mr. FitzGerald intimately 
have of his ability as an accountant and business 
technician.
Mr. FitzGerald’s business career is worthy of 
the pen of a word-magician, so full is it of color, 
romance (that which appertains to business), and 
the experiences that fate often carelessly throws 
in the path of adventurous youth. The demands 
of space, however, permit only a prosaic outline 
of Mr. FitzGerald’s commercial experiences and 
development up to the present writing.
“Fitz” is an Irishman. He was born in Cork, in 
1884, a lineal descendant of one of the oldest 
Norman families of Ireland. His parents being in 
good circumstances, he was given the best of edu­
cational advantages. After receiving a prelimi­
nary education from a private tutor, he entered 
Queen’s College, at Cork, where he studied for 
three years, from 1900 to 1903. The course that 
most interested him was one in navigation and 
naval practice.
The call of the sea was in his blood, and in 1903 
he shipped as second lieutenant on a survey boat 
bound for a three years’ cruise to the Far East. 
On this trip, he went to China, Japan, Australia, 
and South Africa, stopping at various ports on 
the way.
Shortly after his return to Ireland, he came to 
America, more as an adventure than in pursuit of 
a definite objective. During his first year here, 
he had a hard time in keeping body and soul to­
gether. At one time, the pangs of hunger made 
it necessary for him to join the Bowery bread 
line, for he had no friends to call upon for aid. 
His first job was that of night attendant in the 
psychopathic ward of Bellevue Hospital. Then, 
as a result of answering a newspaper advertise­
ment, he secured a job as general helper in a 
Brooklyn drug-store.
After two months of this kind of work, which 
naturally was most distasteful, he secured em­
ployment as a freight clerk with a steamship com­
pany. He showed such exceptional ability in load­
ing ships that the company sent him to the West 
Indies to put his ideas into effect there in con­
nection with the same work.
Returning to the United States, he resigned his 
position with the steamship company and went to 
work for the Consolidated Gas Company, of New 
York, as clerk. His ability soon advanced him to 
the position of auditor of excess charges.
At this time (in 1907) Mr. FitzGerald saw an 
advertisement of the Pace Accountancy Course 
in the New York telephone book. He decided to 
enroll as a student. He finished the course within 
two years, and in 1911 passed the New York State 
C.P.A. examination with an unusually creditable 
rating.
Mr. FitzGerald then took up the professional 
practice of Accountancy. For some time he was 
a senior on the staff of the New York Accountancy
firm of Suffern & Son. Then he was associated 
with Homer S. Pace & Company. Later still, he 
became a partner in the firm of Eckes, FitzGerald 
& Dean.
Mr. FitzGerald soon built up a reputation for 
rare investigative and constructive ability, and 
many large corporations tried to secure his ser­
vices. Marden, Orth & Hastings, an international 
firm of importers and exporters, finally induced 
him to become their controller. While with this 
firm, he reorganized their accounting system and 
introduced effective managerial methods.
Impelled by patriotic motives, Mr. FitzGerald 
not long ago left Marden, Orth & Hastings and 
entered the service of the International Y. M. 
C. A., which he is now serving very ably by in­
stalling a stores system for the National War- 
Works Council.
Mr. FitzGerald, who is now but thirty-four 
years old, is a man whose keenness of mind be­
comes apparent during even a* casual conversation. 
Possessing a personality that makes and retains 
friends, he has built up a wide reputation for un­
impeachable integrity as well as for mental power. 
Those who know “Fitz” best like him best and 
admire him most—none of them would be sur­
prised if, within the next ten years, he should 
scale the topmost heights of Accountancy attain­
ment.
THESE few words are about Elmer O. 
Stevens, C.P.A., another Pace stu­
dent who has made good in Business. 
Though only thirty-three years old 
now, Mr. Stevens has had an unusu­
ally diversified business career. Ever
alert to take advantage of opportunities, he has 
found no difficulty in advancing steadily from one 
position to another of higher responsibilities. His 
business experience is worthy of at least a tabloid 
review.
Mr. Stevens was born in 1885 on a farm in 
Southwestern Iowa, near Shenandoah. He at­
tended district school, grammar school, and high 
school, and then completed his academic educa­
tion at Western Normal College, which was near 
his home. At first, he had a vague idea of becom­
ing a teacher, but the lure of business life was too 
strong. Accordingly, he got a job as order clerk 
with Henry Field, who kept a seed store at Shen­
andoah, receiving a weekly salary of ten dollars. 
Three months’ work with Mr. Field convinced 
Mr. Stevens that he could better himself by going 
to a large city. So he struck out for New York, 
with a few dollars that he had saved in his pocket, 
not knowing what he was going to do as a means 
of livelihood. He soon found a position, however, 
with Vaughan’s Seed Store as clerk, where he 
remained a year.
During this time, he utilized his spare hours in 
studying the Pace Course in Accountancy and 
Business Administration. He had taken only a 
part of the course, when he believed himself com­
petent to do bookkeeping work. Belief always re­
sulting in action on Mr. Stevens’s part, he entered 
the employ of the Burt & Mitchell Company, of 
Jersey City, as bookkeeper. A year’s experience 
with this firm brought him a better position as 
bookkeeper, with the Arthur L. Perkins Company, 
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SOMETHING I do 
not understand,” 
said a student, “is 
why mining com­
panies may distribute divi­
dends out of capital. Of 
course, I am familiar with the 
fact that courts regard a mining 
company as being in a gradual process of liqui­
dation from the very beginning of mining oper­
ations. At the same time, I do not understand 
just why the courts should take this view.”
This is an inquiry which was quite natural on 
the part of the student. He subsequently ex­
plained that a mining company might very well 
raise a reserve to cover the depletion of its 
properties, and thus retain within the company 
a net asset value equivalent to its original capi­
tal. What the student could not understand, 
was just why a mining company was not re­
quired to retain this capital during operation, as 
is the case with the ordinary corporation. Of 
course, it is assumed that profits are earned and 
losses not incurred, inasmuch as the law does 
not penalize a corporation if its capital is re­
duced by losses. In England, as I have pointed 
out before, with respect to corporations in gen­
eral, it is not always necessary that these losses 
be made good from profits of subsequent years, 
as is the case in the United States.
In answering the student, let us consider the 
case of a mining company which commences 
business with a capital stock of $800,000, of 
which $500,000 represents the estimated value of 
ore. Assuming that the company was required 
to retain net asset value equivalent to this stock, 
it would be necessary to reserve from profit dis­
tribution a certain amount of the proceeds from 
the quantity of ore mined. Let us assume that 
the mine is half worked out. In this contin­
gency, eliminating certain incidental elements 
for purposes of illustration, the value of the 
remaining ore would be approximately $250,000, 
and the value of other assets withheld $250,000. 
These assets withheld would probably be in­
vested in securities the same as any other fund 
accumulated by an organization and not needed 
or used in its operations. From this time on, 
the stockholders of the mine would have less 
than half of their capital originally represented 
by ore invested in the mine, and more than half 
invested in various securities. It would hardly 
be fair to require them to tie up their capital in 
securities when they had originally intended it 
to be used exclusively in mining operations.
Of course, if a negligible amount of the capi­
tal contributed by stockholders is tied up in 
securities, no injustice results. But if the
amount thus invested becomes very 
great, assuming proportions of say, 
fifty per cent., sixty per cent., sev­
enty-five per cent., or more, of the 
original investment, then the mining company
is gradually converted into what might be called 
an investment company, in which event there is 
a radical departure from the original purposes 
of incorporation. Although I do not know that 
the cases actually set forth the reasoning in this 
manner, yet this is an economic explanation of 
the legal rule that a mining company is in 
gradual process of liquidation, and hence not 
subject to the requirement that dividends can be 
declared only out of net profits earned.
While discussing the subject, I might also add 
that some of the more permanently organized 
mining companies do set up reserves in the 
manner indicated. Ordinarily, the funds which 
these reserves represent are invested sooner or 
later in other mining properties. The intention 
is to keep the original capital invested in mines, 
even though, for a time, a substantial part of 
the capital may be invested in a fund consisting 
largely of securities. Naturally, I am eliminat­
ing discussion of cases of holding companies, 
and, likewise, discussion of cases wherein the 
fund set up is for the purpose of liquidating 
bonded indebtedness.
MOST of us buy Liberty Bonds as a patriotic duty. Ordinarily, we regard the invest­
ment feature as secondary. Yet as an invest­
ment, Liberty Bonds are the safest security in 
the world and, considering this element of 
safety, offer a high rate of return. It is not sur­
prising that the Liberty Loan Committee of the 
New York Bar should particularly recommend 
Liberty Bonds as an investment to trustees.
This Committee recently addressed a letter to 
the members of the New York Bar, in which 
they pointed out the investment advantages of 
Liberty Bonds. In addition to these invest­
ment advantages, they also pointed out the legal 
privileges which are accorded Liberty Bonds as 
an investment. The statement of the law con­
tained in the letter is so succinct that I deemed 
a quotation would be of interest to the readers 
of this department. Following is the quotation:
“These Liberty Bonds are legal investments 
for all fiduciaries, and the ten-year maturity of 
the present issue is a valuable insurance against 
depreciation. The bonds are free from all Fed­
eral stamp or transfer taxes, except the Federal 
Estate Tax, from any present or future state 
income taxes, and from all present or future 
normal Federal income taxes. Up to five thou­
sand dollars par value owned by one person,
Legal
Privileges
of
Liberty
Bonds
100
they are free from all present or 
future surtaxes, excess-profits or 
war-profits taxes. The bonds owned 
by a deceased person for six months 
before death will be received at par and interest 
in payment of Federal estate taxes.
“Investments in these bonds by corporations 
out of net income received during the year, and 
remaining undistributed six months after the 
end of the year, and not needed in the business, 
are not subject to the ten per cent. Federal tax 
on such undistributed net income. Bonds pur­
chased by a corporation or partnership from 
capital, surplus, or undivided profits may be in­
cluded in invested capital for the purpose of 
computing the deduction and rate of taxation 
under the Excess-Profits Tax Law, except that 
bonds purchased from undivided profits earned 
during the year cannot be so included for that 
year. Except as to Federal and state inheri­
tance taxes, and surtaxes on the income of more 
than five thousand dollars in bonds held by one 
person, these bonds and the interest thereon are 
free of any existing or future taxes imposed by 
the Federal or state government.”
THIS war has brought to the fore many of the impediments which so-called anti-trust 
laws have thrown about commerce. The first 
instance was that of the railroads, and resulted 
in the Federal Government’s taking over the 
roads. Another instance is that connected with 
foreign commerce, which has caused the enact­
ment of the Export Trade Associations Act.
There can be little dispute that anti-trust laws 
have removed some of the abuses incident to the 
conduct of commerce. These have been ampli­
fied to a greater extent in connection with rail­
roads than in connection with industrials. Pub­
licity has been given to the work of the Inter­
state Commerce Commission, most of which has 
been of a laudatory character. In learning of 
the “good works” performed by that Commis­
sion, we were tempted to ignore certain of the 
faults. Abuses incident to pooling agreements 
had been eradicated, but certain advantages to 
be attained by pooling agreements had also been 
lost. It was a case of losing a tooth which might 
have been filled. Along with this, undue re­
strictions upon rates decreased earning capac­
ity to such an extent that little new construc­
tion work has been done by railroads for years. 
In eliminating the so-called abuses, other dis­
advantages were incurred which appreciably re­
tarded commerce.
As much may be said of the foreign trade of 
the United States. Our various anti-trust laws 
prohibited the formation of combinations for
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foreign trade purposes. Yet prac­
tically every other mercantile coun­
try in the world encouraged for­
eign trade by combinations. Even 
countries which had so-called anti-trust laws,
abrogated these laws as respects combinations 
engaged in foreign trade. The Export Trade 
Associations Act, passed by Congress in April, 
and familiarly known as the Webb Act, is a 
frank acknowledgment of the necessity for 
combination by American business organiza­
tions if they are to secure and retain an appre­
ciable part of the foreign commerce of the 
world.
In the very beginning, this Act confines itself 
to organizations engaged exclusively in foreign 
trade. Three so-called anti-trust laws respect­
ing combinations of organizations, are annulled 
as to foreign trade combination. These are the 
Sherman Act, the Clayton Act, and the Federal 
Trade Commission Act. Along with the annul­
ment of these several acts, there is provision for 
the regulation of the combinations by the Fed­
eral Trade Commission.
Any combination formed must immediately 
submit to the Federal Trade Commission a re­
port showing its plan of organization. If a 
company is incorporated, a copy of the certifi­
cate of incorporation must be forwarded; if an 
organization is not incorporated, a copy of its 
articles or contract of association must be sub­
mitted. The location of its offices or places of 
business, and the names and addresses of its 
officers, stockholders, and members, must like­
wise be given.
In addition to the initial information secured 
upon the organization of the association, the 
Federal Trade Commission may require other 
reports. These reports may cover the organiza­
tion, business, conduct, practices, management, 
and relation to other associations, corporations, 
partnerships, or individuals. Failure to comply 
with these requirements results in the forfeiture 
of the privileges conferred by the Act, together 
with a fine of one hundred dollars for each and 
every day of the continuance of such failure.
In addition to receiving reports, the Federal 
Trade Commission may undertake investiga­
tions of these associations. These investiga­
tions are designed to prevent the artificial or 
intentional raising or lowering of prices, or the 
commission of acts which substantially limit 
competition within the United States, or other­
wise restrain trade. After investigation, the 
Commission may make certain recommendations 
as to the readjustment of the business of the 
organization, in order that its practices may 
conform with the law.
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WHILE on a recent 
audit, I called the 
attention of my 
senior to the fact
that on certain items in a cash­
book, representing payments for 
goods sold, cash discounts had
__________  been allowed, even though the
remittances had been received beyond the period 
covered in the terms. In most of the instances, 
the difference was slight—say one or two days 
after time. Nothing was done about this. Is it 
customary to ignore a matter of this kind?
It is not customary entirely to ignore a matter 
of this kind, but certain extenuating circum­
stances may have been present. There are in­
stances where concerns are very liberal in the 
matter of cash discounts, and to retain the good­
will of the customer, do not insist strongly 
upon the payment being made within the period 
prescribed. In other instances, the cash-book 
may be closed at a certain hour of the day, and 
items received after that time in the day entered 
as part of the following day’s business; this 
would account for some of the cases where the 
difference was, say a day. In still other in­
stances, the time of mailing the remittance is 
considered the time of payment, so that in the 
case of an out of town customer there may be 
a difference of some days. Nevertheless, it is 
well for the auditor to have in mind the reasons 
for the practice in each specific concern.
IS it proper to carry an estimated value of druggists’ prescriptions as an asset?
The value of druggists’ prescriptions is in the 
nature of good-will. It consists of the likeli­
hood that the persons to whom the prescriptions 
were originally given will return to have them 
refilled. The same limitations as to their value 
should apply as in the case of good-will. They 
should be conservatively valued, and, ordinarily, 
not set up as an asset except upon the purchase, 
sale, or reorganization of a business.
SHOULD an accountant undertake to audit a set of books of a client when the Ledger 
is not in balance?
An audit is supposed to establish the correct 
relation between the financial transactions of a 
period and statements that present the effects of 
such transactions. The Ledger is a book of 
classification by accounts, and it ordinarily 
comes between the documents disclosing the 
original transactions and the statements, and 
affords valuable checks in respect to bookkeep­
ing accuracy. The accountant, as a matter of 
convenience and security, usually requires that
the book shall be in balance at the 
time of conclusion of the period 
under audit. You should bear in 
mind, however, that accountants do 
many other kinds of work—the designing of 
systems of accounts, the straightening out of 
accounts that have become disorganized, and the 
like. It often happens, therefore, that special 
work is necessary in order that the client may 
have his books adjusted. Work of this type, 
however, has nothing to do with the audit 
proper, and, in the words of a famous English 
accounting author, should “command a special 
fee.”
I AM just beginning the study of accounting. One thing which confuses me is that a Jour­
nal entry sometimes contains only two accounts 
—one debit, and one credit, and at other times 
may contain any number of accounts on either 
the debit or the credit side, or on both. How 
can I tell when a number of accounts are to be 
debited and credited, or when only one account 
is to be debited and one, account is to be cred­
ited?
Books of original entry, you must remember, 
record transactions. The Ledger is a book of 
classification, the classification being made by 
accounts. One transaction, recorded in a book 
of original entry, may affect quite a number of 
the accounts in the Ledger. Accordingly, a 
good rule to follow would be to make one entry 
for each transaction, regardless of the number 
of debits and credits that are necessary. Of 
course, there are instances, of which you will 
learn in your later studies, when it is desirable 
to regard distinct phases of a transaction sepa­
rately. This is a matter which is readily ac­
quired in the course of your training.
WHAT opportunities are there for women in Accountancy? I understand it is very dif­
ficult for a woman to secure a position with a 
firm of accountants.
Accountancy, as we have often pointed out, 
has a public practice and a private practice. As 
matters now stand, private practice offers a 
much better opportunity for women than does 
public practice. There are, however, a number 
of women who have qualified as certified public 
accountants, and it is to be expected that women 
will work out for themselves a satisfactory 
standing as public accountants in the course of 
time. It is difficult for a woman to secure a 
position with a firm of accountants, because of 
the fact that clients are not in the habit of hav­
ing their books examined by women account­
ants, and employing accountants usually desire
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to avoid any procedure that might 
be questioned by their clients.
These conditions may change ma­
terially, however, because of the 
war and the entry of women into many new
fields of work. A woman who has considered 
Accountancy may well plan on Accountancy 
work in private business organizations as her 
main objective, keeping the matter of public 
practice in abeyance until the development of a 
favorable opportunity. It is interesting to know 
that the first two women to receive their degree 
of Certified Public Accountant in Massachusetts 
were admitted at the last examination. They 
were Miss Gertrude W. Lyndon and Miss Alice 
M. Hill, both students of Pace Institute, Boston.
IN a small, wholesale trading concern, would you advise a monthly, quarterly, semiannual, 
or annual audit?
In the opinion of the majority of accountants, 
an audit made at short intervals, other things 
being equal, is better than an audit made at 
long intervals—say once a year. The chief rea­
son for this opinion is that bookkeeping errors 
are discovered usually before the conditions be­
come serious, and the bookkeeping staff is held 
better to its work. Aside from these advan­
tages, the work is distributed over the period, 
which enables the accountant to handle his staff 
better than would otherwise be the case. Cer­
tain precautions have to be taken, however, in 
the short-interval audits. In all cases, the spe­
cial circumstances that apply must be taken into 
consideration.
IN studying Corporation Law, I learned that, in the absence of express authority, a cor­
poration could not be bound by any accommo­
dation endorsement or note to third parties. Is 
the reverse of this true—that is, are the officers 
of a corporation prohibited from endorsing the 
paper of the corporation “for accommodation”?
Officers may endorse the paper of the corpora­
tion “for accommodation” and bind themselves 
individually. This is by no means uncommon. 
Quite frequently, a banker who would be reluc­
tant to advance funds on paper of the corpora­
tion itself, is quite willing to do so if it is en­
dorsed by one of the officers who has a high 
credit standing.
IN the May issue of The Pace Student, you show the display of capital and surplus ac­
counts in such manner as to disclose the book 
value of common stock. In the case you give 
there was a deficit. Is a like display permissible 
in case there is a surplus?
Yes, the principle is the same in 
either case. Assuming the common 
stock only is entitled to share in 
this surplus, then the entire amount 
may be added to the common stock outstanding
to show the book value. In case the surplus is 
made up of various accounts, such as reserve 
accounts, difficulty may attend this method of 
display. There might be first, a column as to 
the individual items of surplus, then a column 
as to appropriated and unappropriated surplus, 
then the total might be placed underneath the 
amount of the common stock, and, finally, the 
total of all the accounts of stock and surplus 
brought out. In some cases, this might result in 
a multiplicity of columns which would be con­
fusing.
CORPORATION has undertaken to in­
sure certain of its own properties out of
profits. Previously, the premium of the insur­
ance in question had been charged against 
profits. A contends that the amount set aside 
each year should be charged against profits be­
fore determining net profit. B contends that it 
should be set up as a reserve account represent­
ing a part of surplus. Which of the two con­
tentions is correct?
The setting up of the amount as a true reserve 
and as a part of surplus is the correct treatment. 
From a technical accounting angle, it would be 
incorrect to charge so-called “rent” against 
profits, in case the organization owned its own 
plant. For like reasons, it is incorrect to charge 
the amount set aside in this case against gross 
profits before determining net profit. Further­
more, it must be borne in mind that, should the 
corporation liquidate the entire amount with­
held from profit, distribution would be avail­
able, assuming that there were no losses charge­
able against the reserve.
HAT is the distinction between direct and 
indirect taxes, and what is the meaning of
the word “excise”?
Cooley, in his work on Taxation, distinguishes 
between direct and indirect taxes as follows:
“Direct taxes are those which are assessed 
upon the property, person, business, income, etc., 
of those who pay them; and indirect, are those 
which are levied on commodities before they 
reach the consumer, and are paid by those upon 
whom they ultimately fall, not as taxes, but as 
part of the market price of the commodity.”
Bouvier’s Law Dictionary defines “excise” as 
meaning “an inland imposition, paid sometimes 
upon the consumption of the commodity, and fre­
quently upon the retail sale.”
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DO you have satisfac­
tion of mind in 
respect to your oc­
cupation ? Do you 
have a clear conception of your 
own abilities—developed and 
potential, and their relation to 
the work you now do, and to
the work that you should do in the future? 
Many of us find it profitable to seek the answer 
to these questions, and to similar questions, from 
the professional vocational counselor. The vo­
cational analyses made by Dr. Holmes W. Mer­
ton, of the Pace Staff, are filled with sound ad­
vice that bears on the particular problems that 
confront the individual who is analyzed. A 
recent analysis of the abilities of a young man 
engaged in the study of Accountancy contains 
so much good advice in re­
gard to study and general 
development, that a part of 
the analysis is given, as fol­
lows:
“You can learn Account­
ancy, or secretarial work, 
or the intellectual side of 
many things. But to make 
any of these a success, to 
make financial progress and 
win promotion that is worth 
while, it is necessary to gain 
some kind of a mastery of 
really important subjects, 
and with that, also to have 
executive force to carry you 
through.
“So it is in that matter I 
shall offer my best sugges­
tions. It is for that reason 
I advise you to go on with your study in Ac­
countancy. You need to gain more certainty in 
what you do, more responsiveness in taking 
hold of your tasks. Go at your work as if you 
intended to carry it out yourself, as if you were 
master of its details; think out the next step; 
plan to save others trouble, and to see ahead of 
them if you can. Become as direct, as practical, 
as complete as you can. So much for what you 
are doing in your work now.
“In your study, take your work seriously; do 
your work in a clear and thoughtful and thor­
ough way. Do it so in order to be expert in it; 
in order to get snap and power in your judg­
ment, to become proficient in your future pro­
fession, to train your ability to work out prob­
lems for yourself.
“You have the quality and the ability. You 
have lived under gentle conditions of home life,
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where there is refinement and mod­
eration, so that these have given 
you a feeling of security and pro­
tection. That is good from the 
view-point of not needing to worry. But it also 
has the effect of making one feel that he does 
not need to work hard, or to struggle intensely 
to gain the knowledge needed in the future. 
It is necessary to work hard to get a good and 
paying profession or vocation in the business 
world; you will have to compete with others 
who are willing to sacrifice some time and com­
fort and energy while they are young and keen, 
in order to be at a strong point a little later in 
life. If you work out the technical side of Ac­
countancy and its branches, if you master it now 
while you have a really favorable chance, you 
will then be able to claim a salary equal to that 
of others who have done the 
same thing. If you go at it 
determined to see every part 
of it clearly, to know it 
thoroughly from end to end, 
there will be plenty of 
chances to put it into prac­
tice.
“And, what is just as im­
portant, the very determi­
nation to succeed by your 
own effort will be of great 
value. By standing right 
up to the overtime work, 
you will get business en­
ergy. You will become more 
forceful and executive, you 
will make it easier to meet 
the hard spots in the world 
of success.
“You must not think I do 
not appreciate your natural ability and refine­
ment; I do. It is because you are somewhat 
sensitive, and are not rugged and hard-headed, 
that I am anxious and am warning you to master 
the work, so you will not need to buffet hard 
conditions and stand up against harshness and 
indifference.
“I want you to do by skilfulness what some 
others succeed in doing by hard knocks and 
bluff. I want you to go at Accountancy cour­
ageously, to study it critically, to reason it all 
out as you go along, to spend your spare time on 
the arithmetic, on the rules of the lessons, on 
the problems and solutions, on the instructor’s 
explanations—on every part of it—just as if you 
were going to teach and explain and defend 
every part of it. That is the only way really to 
master the subject, or in fact, any subject.
“I know that temper will not do any good;
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that throwing up one’s job before 
one is fitted for another will not 
bring success, nor will coddling one­
self. None of these are worth any­
thing. If they were, I would recommend them.
“But what I have suggested above will lead to 
success. It will make you stronger; make you 
worth while to employ; make you appreciated 
for what you can do as well as for what you are. 
Both kinds of worth are necessary to real suc­
cess—the worth of what we can do and the 
worth of what we are as men. Some employers 
do not care so much what we are as what we can 
do—-but our friends care for both; and both 
being capable and being sincere are useful and 
enjoyable to ourselves.
“We can get sincerity, kindness, calmness in 
trouble, courteousness under hard conditions— 
all of these from within ourselves by thinking 
them over.
“But we must get our information, and judg­
ment, and knowledge, and commercial ability 
from without ourselves; we must get much of 
these from others, and then work hard to put 
them in shape for use.
“So cultivate firmness, persistence, industry, 
courage, and good management—turn these on 
the full five semesters of your course, on your 
daily work, and on your amusements, and you 
will be surprised at the results in the next few 
years, and I shall be proud of you.”
CRITICISMS are being heard as to the pol­icy of the Government in adopting cost- 
plus contracts. Abuses have indeed character­
ized these contracts. In some instances, at­
tempts have been made to evade their funda­
mental purpose. For example, cases have arisen 
wherein a corporation has been awarded the con­
tract and has assigned it to another corpora­
tion, and made the real profit by selling the 
necessary parts to the new corporation, only the 
latter working on the cost-plus basis. These 
attempts have been frustrated by the Govern­
ment. Another more far-reaching effect has 
been the tendency to increase costs. Naturally, 
the higher the costs, the greater the profit to the 
manufacturer. As a consequence, the effort to 
keep costs down has not been encouraged by 
this type of contract. There is now proposed a 
bonus system, whereby savings in costs will be 
compensated by the reward of a bonus to the 
contractor.
England has passed through the same experi­
ence with her cost-plus contracts. In some 
cases, many faults were found, but on the whole 
the experience in England has been satisfac­
tory. In this country, many of the faults have
been grossly exaggerated. On the 
authority of accountants engaged 
in cantonment work, it may be 
stated that in newspaper reports 
the profits of the contractors have been grossly
overstated. An adequate idea of the results of 
these contracts can not be gained without con­
sidering them in relation to the results of other 
types of contracts. When studied with this re­
lationship in view, it has been found that the 
cost-plus contracts are, all in all, the more satis­
factory.
"SKIRTING the edge”—you’ve often heard 
  the phrase and often used it. It’s a colla­
tion of words that has a wide and weighty con­
notation. We spend more money than we 
should on what we call living well—and we 
skirt the edge, financially. We wait for luck 
and pull to advance us in business without ac­
celerating the process by means of study—and 
we skirt the edge in respect to future success. 
We let the other fellow busy himself with civic 
and social matters that affect us even more, per­
haps, than they do him—and we skirt the edge 
in respect to keeping the foundations of our 
Government solid and secure, and its fabric 
intact and unsullied. And the pity is that we 
get nothing good or advantageous out of this 
policy of skirting the edge. Out of it all is 
hatched a devilish brood—dissatisfaction, worry, 
embitterment, downright unhappiness. Let us 
look ahead a little, plan ahead a little, work 
ahead a little—then we shall be spared the 
ignominy of fact and circumstance that comes 
from skirting the edge.
OF what use is it to have the will to do, if a man has not the ability to do? In these 
days, we find book after book advertised, based 
on the idea that a following of the general prin­
ciples enunciated will bring the reader riches 
and power and glory ad infinitum. Millions of 
copies of these books, so we are told, have been 
sold. We often wonder just what the result 
has been as to the millions who have read them. 
If any one wants the opportunity to exercise 
and develop will-power, he can do it while de­
veloping his ability to do. Consistent study of 
a technical course, particularly if done in spare 
time, will quickly cultivate the “will to do.” 
What is of equal importance, study of this char­
acter will develop the ability to do.
I
Skirting
the
Edge
Ability 
to Do
IN the return for state income taxes in Massa­
chusetts, there is provision for giving the 
name of the accountant who audits the books 
from which the return is made up.
105
Pace Student
June, 1918
Grouping
Items in 
Business 
State­
ments
Elmer O. 
Stevens, 
C.P.A.
June, 1918
PROPER grouping 
of the items set 
forth in financial 
statements is a sub­
ject with which the accountant, 
the business executive, and the 
credit man must be familiar. 
In a Balance Sheet the relation­
ships between the items are significant. These 
relationships can be properly appreciated only 
if each grouping of the items contains all, and 
no more than, the items properly belonging in 
that grouping. As much can be said concerning 
the grouping, and the relationships between 
groups, of items in the Profit and Loss Account. 
Hence it is that the preparation, as well as the 
interpretation, of statements centers around the 
proper grouping and arrangement of the items.
With these points in mind, the Federal Re­
serve Board has prepared suggestive forms of
Practical Accounting Proposition
From the following accounts appearing on the trial balance, prepare, without using figures, state­
ments which you consider best calculated to set forth the operations of the year and the financial 
position at December 31, 1916, assuming that you are preparing these statements on behalf of a
bank which desires paper available for rediscount
Accounts Payable
Accounts Receivable
Advertising
Buildings
Capital Stock
Capital Stock—Unsubscribed 
Cash on Deposit 
Commissions Paid Salesmen 
Depreciation, Buildings—1916 
Depreciation, Machinery—1916 
Discount Allowed on Sales 
Discount Received on Purchases 
Doubtful Accounts Receivable 
Factory Expense
Finished Goods Inventory, December 31, 1915 
Freight and Cartage—Inward 
Freight and Cartage—Outward 
Fuel
Good-will
Insurance, Buildings and Machinery 
Insurance, Finished Goods 
Insurance, Unexpired—Buildings and Mach. 
Insurance, Unexpired—Finished Goods 
Interest, Accrued—on Investments 
Interest, Accrued—on Mortgage Payable 
Interest Paid
Interest Received
Investments
Labor, Factory Pay-roll
Land
The inventories of December
Finished Goods
statements used for credit purposes. 
Inasmuch as the Federal Reserve 
System is concerned mainly with 
short-time loans, these forms are 
designed to exhibit financial condition and 
progress principally with respect to the desira­
bility of advances on short-time paper.
The importance of this training in classify­
ing the items in a statement has been given 
attention by the examiners of the American In­
stitute of Accountants. In the November, 1917, 
examinations, the applicants were tested in their 
ability properly to classify items in statements. 
The Proposition given, together with its solu­
tion as to Balance-sheet items, will be consid­
ered now. In the July issue of The Pace Stu­
dent, I shall present the solution as to Profit 
and Loss Account items, together with the 
forms prescribed by the Federal Reserve 
Board. The Proposition reads as follows:
with the Federal Reserve Bank.
Machinery 
Material Inventory, December 31, 1915 
Material Purchased 
Mortgage on Plant 
Notes Payable 
Notes Receivable 
Office Expenses 
Office Furniture and Fixtures 
Office Pay-roll
Organization Expenses (to be distributed over 
three years from January 1, 1916)
Pay-roll, Factory—Accrued 
Pay-roll, Office—Accrued 
Petty Cash
Prepaid Taxes—Real Estate 
Profit and Loss, 1915 Surplus 
Repairs, Buildings 
Repairs, Machinery
Reserve for Bad and Doubtful Accounts 
Reserve for Depreciation on Buildings 
Reserve for Depreciation on Machinery 
Returns and Allowances on Sales 
Salaries, General Officers
Salaries, Salesmen 
Sales
Salesmen Accounts—Advances on Salaries 
Subscriptions and Donations 
Taxes, Income—U. S.
Taxes, Real Estate
Work-in-Process Inventory, December 31, 1915 
31, 1916, not on the books were:
Material, Work-in-Process
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BLANK COMPANY
Balance Sheet as at December 31, 1916
ASSETS
Cash:
Petty Cash.............................................. $ xx
Cash on Deposit.................................... xx
----- $ xx
Notes and Accounts Receivable:
 Notes Receivable.................................. $ xx
Accounts Receivable............................. xx
Doubtful Accounts Receivable........... xx
$ xx
Less: Reserve for Bad and Doubtful
Accounts ........................................ xx
-------- XX
Inventories:
Material .................................................. $ xx
Work-in-Process ........ ....................... xx
Finished Goods .................................... xx
----- xx
Other Quick Assets:
Interest Accrued on Investments .... xx
Total Quick Assets................... $ xx
Securities:
Investments ............................................ $ xx
Salesmen Accounts (Advanced on Sal­
aries) .................................................. xx xx
LIABILITIES
Bills, Notes, and Accounts Payable:
Unsecured Bills and Notes:
Notes Payable ..................................... $ xx
Unsecured Accounts:
Accounts Payable ............................... xx
Accrued Liabilities:
Interest Accrued on Mortgage—Payable $ xx
Pay-roll, Factory—Accrued ................. xx
Pay-roll, Office—Accrued ..................... xx xx
Total Current Liabilities .......... $ xx
Mortgage on Plant .................................... xx
Total Liabilities........................... $ xx
Net Worth:
Capital Stock Authorized.............. $ xx
Less: Unissued........................... xx $ xx
Surplus and Undivided Profits.............. xx
$ xx
Less: Good-will .................................. xx $ xx
Total Current Assets ............... $ xx
Fixed Assets:
Land .............................................. $ xx
Buildings ...................................... $ xx
Less: Reserve for Depreciation xx xx
Machinery .................................... $ xx
Less: Reserve for Depreciation xx xx
Office Furniture and Fixtures........... xx
Total Fixed Assets ................... xx
Deferred Charges:
Insurance, Unexpired—Buildings and
Machinery .......................................... $ xx
Insurance, Unexpired—Finished Goods xx
Prepaid Taxes—Real Estate............... xx
Organization Expenses, Jan. 1,
1916 ............................................ $ xx
Less: 1/3 Chargeable to Year
1916 ........................................ xx xx xx
Total Assets .......................................... $ xx Total .............................................. $ XX
COMMENTS ON SOLUTION
It is to be noted that the proposition calls for 
the preparation of these statements “on behalf 
of a bank which desires paper for rediscount 
with the Federal Reserve Bank.” Accordingly, 
the statements should conform to the forms out­
lined by the committee, which worked in con­
nection with the Federal Reserve Board.
Comment will be made on several of the items 
which go to make up the statements from the 
standpoint of their grouping, arrangement, and 
terminology.
Current Assets. It is to be noted that the
classification “current assets” is omitted as a 
side title. This conforms with the Federal Re­
serve Board’s statement. Moreover, this side 
title is frequently omitted in practice.
Cash. Instead of the term “Petty Cash,” the 
term “cash on hand” might be used. The term 
“petty cash” was used because it was contained 
in the proposition proper, and it is not desirable 
in solving propositions, ordinarily, to use other 
terminology than that employed in the proposi­
tion. The better term, and the one more fre­
quently used in practice, is “cash on hand.”
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Moreover, there are instances in 
which the cash on hand may consist 
of other cash than that carried as 
petty cash.
Notes and Accounts Receivable. Under the 
heading of “Notes and Accounts Receivable,” 
the three items, Notes Receivable, Accounts Re­
ceivable, and Doubtful Accounts Receivable are 
stated. From the standpoint of preparing a 
statement for credit purposes, it is frequently 
desirable to separate the doubtful accounts re­
ceivable from the other accounts receivable.
From the total of these three items, the re­
serve for bad and doubtful accounts is deducted. 
This deduction is made from the total, and not 
from the accounts receivable alone, to conform 
with the Federal Reserve Board’s statement. It 
is true that the item in that statement is “Pro­
visions for Bad Debts.” This is a much broader 
term than the term used in the proposition, 
“Bad and Doubtful Accounts.” On this subject, 
it might be said that the reverse is frequently 
the case, and that a reserve for bad debts may 
be based solely on losses in the collection of ac­
counts receivable. In this instance, it is pre­
sumed that the reserve is raised, not only to 
cover accounts receivable, but also notes receiv­
able, despite the fact that the term “Bad and 
Doubtful Accounts” is employed.
Inventories. Occasionally, students challenge 
the arrangement of inventories as here made, 
contending that finished goods are more liquid 
than raw material. This is a natural error for the 
beginning student. From the standpoint of im­
mediate liquidation, raw material would be re­
garded as ordinarily more liquid than finished 
goods. Of the three, the least liquid would be 
work-in-process. Of course, from an operating 
view-point, finished goods are more liquid than 
raw material. The natural order is from the raw 
material through the work-in-process to the fin­
ished goods, the order which is conformed to in 
the Profit and Loss Statement. Since these two 
statements articulate, the practice of arranging 
them as set forth in the model solution is justi­
fied. The arrangement used is that found in 
virtually every Balance Sheet of a manufac­
turing concern.
Salesmen's Advances. Under the heading 
“Securities” an item, “Salesmen’s Accounts—Ad­
vance on Salaries,” is included. This conforms 
with the Federal Reserve Board’s form, the 
items stated in that form being, “Accounts Due 
from Officers, Stockholders, or Employees.” It 
is difficult to justify the inclusion of this item 
under the heading “Securities.” It is true that 
certain services are sometimes to be rendered by 
the employee to liquidate the indebtedness, and
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that a deduction from future salary 
may be made. But should the sales­
man die, or suddenly leave the em­
ploy of the corporation, it could 
hardly be said that there was very much secur­
ity as to the liquidation of this indebtedness.
Interest Accrued on Investments. This item, 
it will be noted, is under the heading of “Other 
Quick Assets.” Presumably, since the word “in­
terest” is used, the investments constitute bonds. 
Ordinarily, interest on bonds is payable every 
six months or every quarter. Only in excep­
tional cases, such as certain Government securi­
ties, is the interest paid annually. Accordingly, 
this interest will be collected, in all likelihood, 
before the maturity of the loan for which the 
statement is prepared, and is properly classified 
among quick assets.
In this connection, it may be noted that the 
term “Total Quick Assets” is used to include 
current assets other than those listed under 
“Securities,” and that when the items under 
“Securities” are added to this total, the total of 
“Current Assets” is obtained. This treatment 
conforms with the form of the Federal Reserve 
Board. In the model solution, it is assumed that 
the investments are readily marketable, since 
only readily marketable securities may be listed 
as part of the current assets in following the 
form of the Federal Reserve Board.
Fixed Assets. The heading “Fixed Assets” is 
contained in the form prescribed by the Federal 
Reserve Board. Arrangement of Land, Build­
ings, and Machinery, in the order given, con­
forms with the Federal Reserve Board’s state­
ment. It is not always customary to arrange 
fixed assets from the least liquid to the most 
liquid, in spite of the fact that current assets 
may follow this arrangement.
Reserves for Depreciation. It is to be noted 
that these reserves are deducted from the items 
to which they respectively pertain. Thus the 
“Reserve for Depreciation on Buildings” is de­
ducted from the total of this item, and the “Re­
serve for Depreciation on Machinery,” from the 
amount of that item. In the statement of the 
Federal Reserve Board, these several fixed assets 
are grouped, and the deduction is made from the 
total. This arrangement is desirable if there is 
only one reserve as to the several assets in ques­
tion. But if there is a reserve against each of 
the assets, the method employed in the model 
solution is to be preferred. This shows the bal­
ance in the account of the asset, presumably rep­
resenting original cost, and, by the deduction 
of the reserve, the present estimated value of 
the asset. If the several reserves were grouped 
and deducted from the totals of the assets con-
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cerned, the valuations given as to 
each could be found only by inde­
pendent arithmetical calculation.
No reserve account, it will be 
noted, was set forth in the proposition for “Fur­
niture and Fixtures.” It is not unusual for the 
depreciation on furniture and fixtures to be 
written off the account, instead of being set up 
in a reserve account.
Deferred Charges. Several items are stated 
under the heading “Deferred Charges.” In con­
nection with the deferred charge as to Unex­
pired Insurance, it is sometimes desirable to 
show the total amount of insurance carried. 
This is particularly true in connection with a 
statement for credit purposes. If the total 
amount is not shown in the statement proper, 
then it may be mentioned in the comments of 
the accountant accompanying the statement. 
With respect to Organization Expenses, it is to 
be noted that the problem read “Organization 
Expenses (to be distributed for three years from 
January 1, 1916).” This method of stating the 
account should be considered in solving the 
problem. Accordingly, the organization ex­
penses are shown as at January 1, 1916, one-third 
deducted for the year 1916, and the balance, 
representing the status of the account as at 
December 31, 1916, is brought out.
Liabilities. Following the form prescribed by 
the Federal Reserve Board, the heading “current 
liabilities,” as a side title, has been omitted. 
Furthermore, the heading “fixed liabilities” has 
been omitted, despite the fact that it is set forth 
in the form of the Federal Reserve Board. The 
reason for the omission of the heading “fixed 
liabilities” is that there is only one fixed liabil­
ity. Ordinarily, the separate heading is omit­
ted in case there is only one item. This does 
not interfere with the reading of the statement, 
for the reason that the total of the current lia­
bilities is separately shown.
Net Worth. The heading “Net Worth” is 
likewise adopted from the form of the Federal 
Reserve Board. As used in that form, “net 
worth” may be said to be capital stock plus sur­
plus and undivided profits, less good-will, or it 
may be said to be capital stock, less deficit plus 
good-will.
From the problem, it would seem that an ac­
count had been kept for Capital Stock Author­
ized but not Issued. It is to be noted that the 
very first sentence of the problem starts, “From 
the following accounts,” and among the listings 
is “Capital Stock Unsubscribed.” The keeping 
of an account for capital stock unsubscribed is 
not sanctioned by the better usage. Such an 
account does not represent an asset, and no good
purpose is served by including it 
in the records. The amount of 
Capital Stock Authorized but not 
Issued may be set forth in the Bal­
ance Sheet in the same manner as is done in the
model solution—that is, by setting up the 
amount authorized, less the amount unissued, 
and by bringing out the amount authorized and 
outstanding. This same method is used in 
statements to display treasury stock—that is, 
stock issued and received back by the corpora­
tion. Nor is there objection to setting the 
amount of treasury stock up in a distinctive 
account. Even though treasury stock is not 
strictly an asset, yet the practice respecting its 
subsequent resale justifies its being set up in 
the accounts; and in some cases it is necessary, 
if the records are clearly to show transactions 
had respecting stock. As to “unissued stock,” 
there has been no transaction, whereas there 
have been some transactions always as respects 
treasury stock.
Good-will. Good-will is deducted from the 
total of capital stock and surplus, rather than 
set up as a distinctive asset. The reason for this 
treatment is that good-will, even though it has 
a value at least equivalent to that set forth in the 
books, can not be regarded as an asset to be con­
sidered in conjunction with a short-time loan.
FOURTEEN states have adopted the exami­nations of the American Institute of Ac­
countants as state examinations for the degree 
of Certified Public Accountant. These states 
are: Arkansas, California, Colorado, Connecti­
cut, Delaware, Florida, Kansas, Louisiana, 
Michigan, Missouri, Nebraska, New Hampshire, 
New Jersey, and Tennessee.
It must not be supposed that the obtaining of 
a residence in these states, combined with pass­
ing the examination, entitles a person to the de­
gree of Certified Public Accountant. In each 
instance, the requirements as to experience and 
as to preliminary academic education must be 
met.
Uniformity is the end to be obtained by the 
adoption of these examinations in as many 
states as possible. Whatever differences may 
exist as to preliminary requirements will be 
minor. Of course, in the law examinations, some 
allowance must be made for the differences in 
the statutory law of the various states. This is 
a matter which is easily met. The main test is 
the examination, and the fact that accountants, 
whether in one state or in another, have met a 
standard requirement will do much toward uni­
fying the profession, and toward a wider recog­
nition of the significance of the degree.
States
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Improving
Pronun­
ciation
WONDER why 
s© many people 
are so careless in 
respect to the 
pronunciation of 
the words they 
evidently are in 
the habit of using. 
During the past 
two weeks I have
talked with probably two hundred 
men and women—not men and wo­
men who are poorly educated by 
any means, but men and women 
who, generally speaking, have had 
educational advantages, and who 
are more intelligent than the usual 
run of folks. Most of them have 
already made good in some phase 
of business or professional activity, 
or are on the highroad to eventual 
success.
Yet these people mispronounced 
many words during our informal 
chats—some people mispronouncing 
more words than others did, of 
course. I have made a list of most 
of these mispronounced words— 
—everyday words, which are widely 
understood and widely used. The 
list follows:
Address, again, amenable, ama­
teur, coupon, accent, accept, alias, 
apparatus, architect, applicable, 
athletics, attribute, auxiliary, be­
cause, calculate, chastisement, cli­
entele, chiropodist, civilization, 
conversant, deaf, deficit, discour­
teous, disease, distribute, education, 
despicable, drought, droll, envelope, 
elm, exemplary, exquisite, favorite, 
feminine, fiance, film, finale, finan­
cier, forbade, genuine, gesture, gist, 
gratis, grievous, harass, heinous, 
heroine, hospitable, hypocrisy, igno­
ramus, impress, increase, impotent, 
inextricable, influence, interesting, 
inexplicable, inopportune, Italian, 
leisure, livelong, lyceum, mainte­
nance, mediocre, mischievous, mo­
mentous, nuisance, orgy, poem, pre­
mature, preferable, presentation, 
partner, patriot, recall, recess, saga­
cious, sergeant, since, stevedore, 
survey, tedious, traverse, treatise, 
tyranny, versatile.
Here are eighty-eight words— 
ordinary, everyday words—which 
were so flagrantly mispronounced 
in conversation as to catch my ear; 
and there were other words which 
I neglected to jot down.
My experience in this matter can 
doubtless be matched by that of 
many other people who take enough 
pride in the correct pronunciation 
of the words of their mother tongue 
to note mispronunciations.
It doesn’t do much good, I ven­
ture to assert, for a few of us to
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play the role of self-appointed men­
tors in respect to keeping up the 
standard of approved pronunciation 
of the English words that are used 
in everyday speech. Still, it is a 
pleasure to scold now and then. 
Why, in the name of ordinary com­
mon sense, don’t we pronounce our 
words correctly? We must give 
them a pronunciation of some kind 
—why not use the correct pronun­
ciation? There’s surely no sense in 
cultivating a reputation for igno­
rance or carelessness in the matter 
of pronunciation. It’s good busi­
ness—to say nothing about the 
growth of personal satisfaction—to 
pronounce words correctly; the 
habit contributes to the making of 
favorable impressions where they 
are likely to count to our advantage.
Faultfinding aside, what can we 
do to improve our pronunciation? 
Here are three suggestions: First, 
get a copy of one of the many 
books on the market containing lists 
of words often mispronounced. 
Study this book, word by word, set­
tling the correct pronunciation of 
every word that you study. Then 
use that word in a sentence of 
your own construction. Utter the 
sentence aloud, exaggerating, for the 
sake of practice, the correct pro­
nunciation of the word in question.
Second, study the dictionary. 
Look up disputed pronunciations. 
Jot down in a note-book the words 
that you study. Carry the note­
book around with you, and refer to 
it from time to time. Eventually 
it will be just as natural for you to 
pronounce a word correctly as it is 
now to pronounce it incorrectly.
Third, go to hear good speakers, 
pay attention not only to what they 
say, but to the words they use, not­
ing particularly how they pro­
nounce those words. Here, too, 
bring your note-book into use. Do 
the same thing with some of the 
people that you talk to.
It isn’t a hard task to correct the 
pronunciation of every word you 
are likely to mispronounce. Be­
sides, it will give you pleasure. The 
main thing to do is to begin the job 
at once, and to keep at it until you 
have finished it to the best of your 
knowledge and belief.
THE ANNUAL MEETING of the 
American Institute of Accountants 
will be held at Atlantic City, N. J., 
on September 16, 1918.
The Act is illustrative of a more 
sensible attitude toward combina­
tions than has been exhibited in 
much of our previous legislation. 
It has been concluded that combi­
nation is indispensable to the devel­
opment of large foreign commerce. 
Laws which would restrict combi­
nation have been annulled. In the 
place of these laws, there have been 
instituted regulatory procedures 
which may, and which should, elim­
inate the abuses without eliminating 
the advantages of combination. It 
is just possible that this Export 
Trade Associations Act is a fore­
runner of the solution of our so- 
called “trust problems.”
JAMES W. WRIGHT, Pace Insti­
tute, has accepted a position as 
clerk with the American Water 
Works and Electric Company, hav­
ing left the employ of the Thomas 
J. Lipton Company.
RAYMOND C. DEWALT, Pace In­
stitute, has accepted a position as 
bookkeeper with the Eastern Marine 
Underwriters Insurance Company, 
having left the employ of The Audit 
Company, of New York.
J. B. SINCLAIR, Pace Institute, has 
severed his connection with the 
Elmhurst Coal Company to take up 
work as accountant with the Liberty 
National Bank in connection with 
Red Cross Society work.
A. C. BRYANT, Accountancy In­
stitute, Los Angeles, California 
(Pace Courses), is now with the 
W. C. Mushet Audit Company, of 
Los Angeles. GEORGE VACHER, 
another Pace graduate, is also with 
this firm.
CHARLES BUEHLER, Account­
ancy Institute of Brooklyn, has been 
assigned to the 309th Heavy Field 
Artillery, Battery B, Camp Dix, 
N. J. Mr. Buehler writes that he 
likes the branch of the service to 
which he has been assigned very 
much, and that he is making excel­
lent progress.
A. ARMITAGE, graduate of the 
Pace Courses, Y. M. C. A., Los An­
geles, California, is now branch 
manager of E. I. du Pont de 
Nemours & Company, Inc., succes­
sors to The Arlington Company, of 
San Francisco. One of the first 
duties which Mr. Armitage under­
took was the revision of the ac­
counting records of the company 
in its San Francisco branch.
Removing
Anti-Trust
Barriers
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jobbers in plumbers’ supplies, Jer­
sey City. Here he remained nearly 
two years.
In the meantime, Mr. Stevens 
had completed his Accountancy 
course, graduating from the New 
York Institute of Accountancy in 
1908. He then joined the account­
ing staff of Price, Waterhouse & 
Company as junior accountant. 
After he had had the required prac­
tical experience, he passed the New 
York State C.P.A. examinations, re­
ceiving his professional degree in 
1910, five days after he had reached 
the minimum age required by law. 
Later, he was granted the C.P.A. 
degree by the state of Missouri.
Mr. Stevens then temporarily left 
the professional practice of Ac­
countancy, in order to become the 
head of the accounting department 
of the Chicago Tribune—a position 
which he resigned in order to ac­
cept a similar but more remunera­
tive one with the Free Sewing 
Machine Company, of Chicago. In 
1912, he returned to the professional 
practice of Accountancy, being con­
nected during the next five years as 
senior accountant successively with 
Lybrand, Ross Bros. & Montgom­
ery, Pace & Wythes, Arthur Young 
& Company, and Westerman, Trader 
& Company.
Mr. Stevens then associated him­
self with Pace Institute, New York, 
as head of the Extension Depart­
ment, where, as usual, he made a 
highly creditable record as an ex­
ecutive. This position he recently 
resigned in order to become office 
executive of the Alexander Morton 
Lumber Company, Jersey City.
Mr. Stevens is one of the ablest 
lecturers and instructors on the ac­
counting staff of Pace Institute. 
His temperament and his business 
and professional experience have 
united to make him an expert on 
practically all phases of accounting 
—especially, perhaps, cost account­
ing. At various times he has also 
been a lecturer on accounting at 
New York Institute, Chicago School 
of Accountancy, and St. Louis 
School of Accountancy—schools 
under the supervision of Pace & 
Pace.
Mr. Stevens takes a keen interest 
in all matters appertaining to Ac­
countancy. He is a member of the 
New York State C.P.A. Society, of 
the Missouri C.P.A. Society, and a 
charter member of the American 
Institute of Accountants.
Two things stand out prominently 
in Mr. Stevens’s business career— 
ambition and initiative. Instead of 
staying in the little Western hamlet
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where he was born, he went to a 
big city, where he knew nobody, 
believing that he would be able to 
take care of himself and prove his 
ability. Instead of being satisfied 
with a bookkeeper’s work and sal­
ary, he studied to become an ac­
countant. The net result of this 
persistent ambition and initiative is 
that to-day Elmer O. Stevens, at 
the age of thirty-three, has already 
mounted many of the rungs that 
the ladder of success is reputed to 
contain.
AVERY practical book on “Com­mercial Paper, Acceptances, and the Analysis of Credit 
Statements” has been written by a 
former Pace student, W. H. Knif­
fin, Jr. Mr. Kniffin is vice-presi­
dent of the bank of Rockville Cen­
tre, New York, and has written 
many other books, among which 
the best known is that entitled “The 
Practical Work of a Bank.” His 
latest book, that relating to Com­
mercial Paper, may be obtained 
from The Bankers Publishing Com­
pany, New York, price $2.50.
Throughout the book there is a 
most practical note. In the begin­
ning, there is a brief statement of 
the respective business advantages 
of the various forms of commercial 
credit. Suggestions are made to 
the banker as to precautions to be 
taken in advancing funds on the 
strength of commercial paper. The 
various kinds of paper are analyzed, 
together with their respective ad­
vantages and disadvantages.
Quite an interesting phase of the 
volume is Mr. Kniffin’s comments 
on “audited statements.” He makes 
a very clear statement of the prov­
ince of an accountant in connection 
with an audited statement, from 
which I quote as follows:
“When commercial paper is of­
fered the banker over the signa­
ture of a duly chartered account­
ant, he may safely conclude that the 
auditor is competent, the audit hon­
est, and the results as accurate as 
can be. The degree of competency 
is a matter of choice and experi­
ence. The authorization of public 
accountants is becoming more and 
more rigid, their qualifications more 
exacting, and their number is rela­
tively small. But it may be con­
cluded that all audits are honest, 
for to be otherwise would be sui­
cide to the profession. The audit­
ing profession has not reached the 
point where it may guarantee its 
audits. The best it can do is to 
certify that conditions are as named, 
values as stated, in so far as the 
auditor has been able to ascertain 
from the records. He may be amiss 
in his judgment of values—at best, 
it is a human audit and subject 
to all the limitations of the human 
element; but it is the safest esti­
mate of the firm’s condition, aside 
from an appraisal, which is an audit 
plus an investigation. Subject to 
these limitations, the audit is the 
most reliable source of credit in­
formation, and is so regarded, es­
pecially if the audit is made by a 
firm specializing in the particular 
line audited.
“The auditor is not a valuer. He 
is not an insurer. He is not a guar­
antor. But he is more than a book­
keeper. His work represents more 
than a mere mathematical calcula­
tion. ‘While he is a watch dog, he 
is not a bloodhound,’ as one English 
judge puts it.”
Mr. Kniffin then discusses the 
certificates of audit that are some­
times placed upon audited state­
ments, and gives examples. There is 
a detailed analysis of each of the 
main items which appear in the 
average statement submitted for 
credit purposes. On some points 
there may be disagreement with 
Mr. Kniffin, such as his comment on 
the valuation of inventory. Never­
theless, the analysis brings forth 
many facts of use to the accountant 
in connection with an audit.
Among other interesting features 
of the book are a chapter on ac­
ceptances and a chapter on the 
terms of credit given in selected 
leading lines of business. In the 
latter part of the book thirty-four 
statements are presented, after each 
of which there is an analysis. All 
in all, it may be said that the vol­
ume contains much useful informa­
tion to the banker, the accountant, 
the credit man, and the student.
FREDERICK GURNEE, Pace In­
stitute, has taken a position as book­
keeper with the American Cotton 
Oil Company, having left the em­
ploy of the New York Post-Office.
G. W. FAY, Pace Institute, Exten­
sion Division, formerly with the 
Winchester Repeating Arms Com­
pany and later in practice with a 
firm of public accountants, has ac­
cepted the position of controller of 
the Merchants and Manufacturers 
Exchange of New York.
XIX
Biograph­
ical Snap 
Shots
(Continued)
Commer­
cial Paper
IRA W. DREISBACH, Detroit 
Technical Institute (Pace Courses), 
employed for several years in the 
accounting department of the Na­
tional Loan & Investment Co., of 
Detroit, was appointed auditor, fol­
lowing the annual stockholders’ 
meeting. The National Loan & In­
vestment Co. is a $3,500,000 corpo­
ration, and is Detroit’s largest build­
ing and loan association.
F. L. METZLER has passed the 
examination in New Hampshire and 
has been awarded the degree of 
C.P.A. This examination was the 
same as that given by the American 
Institute of Accountants, New 
Hampshire being one of the states 
which have adopted the examina­
tions of the American Institute as 
the examination test for the C.P.A. 
degree.
CLIFFORD T. SLATTERY, stu­
dent of the Pace Standardized 
Courses at the Providence Y. M. 
C. A., left Providence to join the 
National Army on May 25th.
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ROBERT E. PARKS, Pace Insti­
tute, has accepted a position as 
bookkeeper with Messrs. Gaston, 
Williams & Wigmore. Mr. Parks 
was formerly associated with Rob­
ert H. Ingersoll & Brother.
MISS CLARA M. SCHMID, Pace 
Institute, is now employed by 
Messrs. Eckes & Dean as book­
keeper, having severed her connec­
tion with the Singer Sewing Ma­
chine Company.
THEODORE J. KENNY, Pace In­
stitute, Extension Division, has been 
appointed assistant controller and 
credit manager of the Marden, Orth 
& Hastings corporation.
R. F. SHORTELL, Pace Courses, 
Y. M. C. A., Los Angeles, has en­
tered the employ of Klink, Bean & 
Company, Los Angeles.
GEORGE E. COMERY, former 
student of the Pace Standardized 
Courses at the Providence Y. M. 
C. A., was recently granted his 
C.P.A. degree from the state of 
Rhode Island. Mr. Comery was 
successful in the March examina­
tions in 1917. He was a student in 
the Providence school from 1913 to 
1916. Mr. Comery is now associ­
ated in the practice of Accountancy 
with George M. Rex, C.P.A. (R. I.), 
525 Industrial Trust Building, Prov­
idence, R. I. He is one of the 
youngest men ever awarded the de­
gree in Rhode Island, being only 
twenty-four years of age.
GEORGE O. KNAPP, a graduate 
of the Pace Courses in Washing­
ton, D. C., has been appointed as­
sistant in market business practice, 
Bureau of Markets, U. S. Depart­
ment of Agriculture.
E. W. MOORHEAD, Los Angeles, 
student in the Pace Courses, Y. M. 
C. A., has joined the staff of the 
Baskerville Audit Company.
“There never was a time when there 
lay upon young men the same obligation to read, 
to study, to prepare for advancement as now. The fast devel­
oping science of business, the established branches of economics, 
the fascinating researches into reconstruction problems—all this material 
lies before you in book, magazine, pamphlet, and newspaper to read.
“The young man and the old man who are not acquiring an understanding of the new 
principles and forces at work in this changing world are preparing themselves for a stag­
nant career. . . . Read, study, advance. . . . Get out of the rut and into the march of 
the progressive.”—Editorial, New York Evening Mail.
This clear-visioned editor sees economic facts as they are—commercial conditions as they will be. 
He points out the way to success and the price of success in the new order of business.
The Pace Organization has long foreseen this “fast developing science of business” and has made ready 
to meet its needs and demands. Thousands of Pace Students everywhere are now performing mana­
gerial, organization, and accounting duties of great importance—in Government service, as partners 
in Accountancy firms, as business executives.
The Pace Courses in Accountancy and Business Administration will give you immediate, intensive, 
marketable training in conjunction with your business duties. You can study the Course either in 
Resident Schools or by Extension through the mails. Summer classes are now forming at Pace 
Institute, New York.
Send for descriptive Bulletin and for complimentary copy of “Your Market Value,” a 36-page book­
let which tells how many men and women have developed themselves into successful accountants 
and executives.
Pace & Pace
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